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Both the land and the building were purchased with bond proceeds from the City’s General
Obligation Bonds, Series 2008 (the “Series 2008 Bonds”), which were refunded by the City’s
General Obligation Refunding Bonds, Series 2017 (the “Series 2017 Bonds”).  

The Series 2017 Bonds have an arbitrage yield of 1.959683% and are still outstanding.  The
original par amount of the Series 2017 Bonds was $5.365 MM.   Insurance proceeds the City
received was around $250,000, most of which remains unspent.  

For federal tax purposes the insurance proceeds are treated as if they are proceeds of the
Series 2017 Bonds which refunded the original Series 2008 Bonds.  Therefore, the insurance
proceeds and any earnings thereon need to be spent on the same purposes for which the
Series 2008 Bonds were authorized. In this case, the Series 2008 Bonds were authorized for
the acquisition, construction and improvement of City parks, among other purposes.
Accordingly, the insurance proceeds may be spent on any capital expenditures associated
with the acquisition, construction and improvement of City parks, and the use of the
insurance proceeds to finance additional park improvements is a permitted use. 
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 There is not a certain date for spending funds because the City is obligated under federal tax
law to exercise due diligence to spend the proceeds. The insurance proceeds in the eye of the
federal government (IRS) are not seen as a separate deposit but funds left in a bond issuance
from Series 2017 Bonds.   

Also, we note that, as we discussed, the insurance proceeds have been invested in TexPool and
have been earning interest at a rate in excess of the arbitrage yield on the Series 2017 Bonds
for several years now. 

An arbitrage calculation can be requested.
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Thank you 












